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Dexter L. Bell = New Division Director

TheDivisonof Red EstateandtheAppraiser Licensing
and CertificationBoardwelcomeDexter Bell asthenew
DivisionDirector. OnApril 11, hereplaced

government regul ationinthefirst place (onwhat thrifts
couldinvestin),andthenafter that, toolittleregulation. His
experiencewiththethriftcrissalsoimpressed

TedBoyer, whohasbeenappointed asExecu-
tiveDirector of theDepartment of Commerce,
theDivision'sparentagency. Inthat position,
Tedisnow amember of Governor Michael
Leavitt'scabinet.

Bdll graduatedfromtheUniversty of Utahwith
aJ.D.degreein1980. Hepracticedred estate
and businesslaw asanattorney for Q Lube/
Pennzoil inSalt LakeCity for thepast several

onhimtheneedforfairandaccurateapprais-
als,inorder to protect our economicsystem
andtheintegrity of financia values.

Bdll believesthegpprai ser professoninUtahis
currentlyfairlywell-regulated, andwill sriveto
maintai nthat bal ancebetween havingenough
regulationbut nottoomuch. “Enough” would
bedefinedasaufficientregulaiontoprotectthe
public,aswd | asother appraisers, fromunethi-

years. Before that he served in several ap-
pointedfedera positionswiththeReaganand (first) Bush
adminigtrationsinWashingtonD.C. HewasDeputy Chief
of Staff at theFederal HomeL oanBank Boardand at the
Officeof Thrift SupervisonintheU. S. Treasury Depart-
ment. Heal soservedunder Chairman JakeGarnasL ega
Counsel to the U. S. Senate Committee on Banking,
HousngandUrbanAffairs.

Bell’sfocusisonclosing ol der complaint casesexpedi-
tioudy, andonprovidingforon-linelicenserenewal by the
year 2002.

Bdlismarriedwithfivechildren. Heenjoysreadinghistory,
playingbasketball, andwatching collegesports.

Bell’s10yearsof experienceinappointed political posi-
tionsinthefederal government servedtoconvincehimof
theimportanceof appropriategovernment regul ation—of
not havingtoomuchortoolittle. For example, thethrift
institutioncrisiscameabout becauseof perhapstoomuch

cal and illegal appraising practices. Heis
impressed with the competence and dedication of the
Appraiser Board membersinitsattemptsto strikethat
regulatory balance. Hea sorecognizestheneedtostep
outsidethe perspective of thelegal professionand see
issuesfromall sides, includingthat of thepublicandthe
gppraiserprofession.
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The Honesty of Appraisers

Thisisastory about honesty. Itisa
rather disturbingtaleabout how asig-
nificant number of gpprai serscontribute
to the commonly held belief that an
gppraiser’ sva uecanbeinfluencedwith
ease- oncethe“right” practitioner has
beenfound.

Thefactorsthat create” madeasinstructed” appraisal work
go to the cold heart of the matter: money pressures and
persond survival. Theramificationsof thisdirty businessare
nolessimportant thanthefutureviability of theappraisal
professon.

Here' show the story goes. Joeisafeeappraiser whois
knowninthecommunity asagoodfamily man. Hiswifeand
childrenaredwaysfirstinhismind, thefamily picturesatthe
ready whenever hegetsachancetoboast about their sports
andacademicachievements. But heisalsoacheater, noton
hiswifebut onhisprofessional honesty.

Today, heisfinishinganappraisa inhisloca territory that he
vaguely redizesisprobably toohighby fiveor 10 percent. In
fact, itisovervalued by 25 percent but Joe has convinced
himself that he' sjustworkingthehighend of theval uerange.
He' soptimisticabout themarket, hethinks, not tellinglies.

Joeishavingaproblemfindinggoodcompsfor arehabilitated
residential property that has just been reported sold for
$200,000. But what’ stheproblem? Thesubject neighbor-
hood andthesubject street arelitteredwithrecent, similar
sales, unfortunately, noneof theseneighborhood salesare
greater than $155,000 and hecanfind no plausibleway to
adjust themupwardstoreachthereported saleprice.

Joesensesthat hisclient, asuccessful mortgagebroker, has
perhapscooked upalittledeal withalocal devel oper, who
inturnseemstohavefoundanincredibly optimisticbuyer or
afamily member toplay theroleof buyer. “ That’ sthereal
estatebusiness,” iswhat thisapprai seristhinking. Andprices
areindeedrising.

by Stewart Heller

SoJoestartsl ookingtofind compsfromadoining nei ghbor-
hoods, and after conductingabroad search, hefindsnothing
to support the value he knowsisneeded to make the deal
work. Fortunately, the developer has provided Joe with
three “sales’” between $200,000 and $210,000. These
rehabbedurbansalesarel ocatedinacluster morethanamile
fromthesubject. They areimpossibletoconfirm. Neverthe-
less, they findtheir way intothereport. “ Thereareactualy
many similarities,” ishow Joeviewsthesecomparables. In
fact, thesepropertieshavebeenrenovatedinthesameway
by thesubject’ sowner/devel oper.

Joe knowsit islate and a decision must be made. “The
marketissostrong,” hesuggeststohimself. Thesaeprice
isupheldinhismind.

Thisapprai ser must now finishtheappraisal by drawinga
map of the “comparable sales,” and despite the curious,
rather suspi ciousl ookinglocation of thecompsvisavisthe
subject, hesomehow expectsthat noonewill notice. Joeis
agood man but he hasjust done agreat disserviceto the
appraiser community. He has just given proof to that
infamouspublicperception. Thebelief aboutthepervasive-
nessof apprai ser manipulationliveson.

Asall appraisersknow, Joe’ sthinkingisprofoundlyinflu-
encedby thebrutd redlity of hisfinancid lifeline. Withoutthe
businessfromthecommiss on-drivenmortgagebrokersand
loanagents, hefedl shecan’ t support hisfamily. Experience
hastaught himthat havingthe“ goodwill” of theseclientsisthe
keytoeconomicsurvival. Andathoughsomeof hisbrokers
aremoresubtleaboutitthanothers, Joerememberspainfully
how someyearsago, thefirstandonly timehecameupwith
a“lowvaue’ thatkilledadea , hewassummarily cut off from
futureassignments. Now that hehasworked hisway back
intotheir goodgraces, hehasnointentionof lettinghisprimary
sourceof incomebecut off again. So Joetheapprai ser must
re-shapehismethodol ogy toaccommodatethegoal sof the
client. Hisappraisa art has now taken the form of an
elaboratefudgingof facts.

Frankisareview apprai ser for amajor mortgagelender and
he' sheengettingincreas ngly upsetthismorningafter reading
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Joe' sappraisal. Fromhisdesk wecan hear gruntsthat sound
likecursesunder thebreath. Althoughhe' sseenall kindsof
funny businessand many unbelievabl estretchesof redlity in
hiswork, something about Joe' shandiwork hasgottenunder
hisskin.

Frank has had no trouble finding three similar, recently
rehabbed propertieslocated withintwo blocksof thesub-
ject. They have all sold in the past few monthsin the
$150,000t0$155,000range. Usually Frank just gridsout
hisreview compsand|etsthechipsfal wherethey may - just
another day at the office. But today, for some reason,
perhaps due to alack of sleep, Frank is so upset that he
decidestocall Joeonthephonetoask himwhat exactly he
thinks he’ sdoing? He makesthe call. Joe' swife Betty
answersthephonechearfully,” Evergreen Appraisa Service,
how can | help you?’ Frank asks for Joe and soon the
“perpetrator” himsalfisontheline.

What Frank findsisanagreeabl eyoungmanwhoadmitsthat
hemay havebeenalittletoo aggressivein hisapproachto
value. Theapprai ser askswhat thereviewer thinksabout the
vaueandofferstomakechangesif thatwouldhelp. “ Sheriff
Frank” dejectedly dropshissix-shooterstohisside. Itis
clear that hecan’ t draw onanunarmed manwhoisasmuch
avictimasavictimizer. Soonthey arebothlaughingaboutthe
roller coaster anticsof thewacky “ pieinthesky” broker, the
strangebehavior of thesecretivedevel oper, andthedesper-
ate, angry latenight phonecall sfromthepushy |oan agent,
whojust happensto befuming aloud on Joe’ sother phone
lineasthetwo appraisersarespeaking.

Frank communicatesfinally that hewill “ cut” thevalueto
$160,000. Joegraciously and humbly saysthat heunder-
standsandrushesoff tofieldthepushy agent’ scall. Themorad
of the story isthat most apprai serswho cheat are not bad
peoplebut what they aredoingisvery badfor all of us.

By lettinggoof thetruth, thesecaptiveapprai serscontinueto
underminethevery systemof trust thatisthefoundation of the
appraiser'srolein society. If appraisers are unreliably
subjective, theall toocommon questionasks, why don’ twe
just stopwasting our timeand money onthemandbeginto
rely onautomatedval uationsinstead? Atleast thecomputers
don’'tintentionally mislead or falsify data. They may not
alwaysberight but they areobjective.
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Becausetheapprai sal community hasbeen unableto band
together to control the thousands of Joeswho day by day
continuetoerodeitsshrinking publicsupport, ithasfailedin
itsmost basi chistorical mission: towork together foritsown
survival asaprofessionwhoseonly reasonfor beingistobe
abastionof fairness, honesty andintegrity inaself destructive
and greedy world. A good, principled apprai ser oncetold
me: “ Our only purposeinlifeistobeapolicemanof sorts. As
long asthebrokersand sal espeopl eknow that anapprai ser
is reasonably honest, the greed-driven tendency toward
makingfraudulentloanswill berestrained. Our truthfulness
iswhat isneeded to keep themortgagesand themortgage
industry of Americasafe.” Oh, Joe, say itisn'tso.

This"crime” of overva uationor advocacy appraisingisfar
morecommonthanmost appraisersredlize. Review people
usually keepclosetrack of their “ cuts’ andmost will tell you
that typically onesixthtoonefifthof all submittedappraisas
areovervaued by morethan 10 percent and aretherefore
congdered” advocacy,” notgppraisng. Reviewers, of course,
canbewrongtoo, but giventhosenumbers, andthefact that
reviewers make only alittle dent in the overval uation of
property, U. S. property may beovervalued by trillionsof
dollars. Andsinceonly appreciating valuescanerasethis
deficit, thefirst seriouseconomicdownturnwill likely bring
thehouseof cardsdown.

But it isnot thethreat to America smortgagesthat isthe
stimulusfor thisarticle. Itisrather thede-vauation” of
appraisers. Asabody of people, we have been severely
wounded by the Joesof theworldandyet heisreally justa
niceguy tryingto makealiving. Asareviewer and asan
appraiser, | want Joeto at | east show somerespect for the
appraisal process. Therearesomemisrepresentationsthat
justcan’tbedoneif appraisersaretoever achievetherespect
andstatusthat valuershaveearnedinother societies, likethe
“Chartered Surveyors’ of Great Britain.

| would ask Joe to take into consideration our collective
futureasavital part of the socio-economic fabric. Most
importantly - and herel am probably just daydreaming, |
would like Joeto goto hisprofessional organizationand
lobby themto usetheir influenceand power tosupport his
foray intohonesty. If wedothis, all appraiserswill berowing
inthesamedirection. Weareall sailingontheboat through

continued on page 4
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continued from page 3 LaWSUItS Waltlng to Happen

by Dave Smith, MSA

history; it makes simple sense that we work to-
gether asonefor our ownsurviva. Statelicensing
boardsare beginning to takeahard linewhena
fraudulent apprai serisexposedbut thereislittleif
any pressurebrought tobear by banking regul ator

onthegreedy mortgagebrokersandlenderswho
exertundo (andillegd) influenceover appraisers
by holdingforransomtheir ability tomakealiving.

Over thepast several monthswe’ vebeenreading
about lender pressureon appraisersto meet their
requiredvalue.

M ost apprai sershaveexperienced conflictswithlendersover the
appraisedvalue, and many timestheapprai serisnolonger given
Thousands of appraiserstoil each day for very assignmentsif they donot meet therequiredlender value.
modest pay and still somehow managetomaintain
their senseof fairnessand professional senseof  Aftermonthsof meetingsandreading printedarticlesaboutlender
honor. If somethingisnot done, however, their  pressure, nothingtodatehasbeenaccomplished. If wearegoingto
good, honest work may be for naught asfar as  betrustworthy and avoid corruptingtheappraisal profession, then
preservingthefutureof appraising. Isitunredistic - youandall theappraisersmust start sayingnotolenderswhoplace
toask our professional organizationsandtheentire unduepressuretoreachtheir value. If weall start sayingthesame
body of appraisers to join hands to attempt to  thinglenderswill haveno choicebuttousetrustworthy professional
curtail appraiserswhorationalizetheir dishonest  appraisers.
behavior and to work to remove some of the
pressureexerted by lendersby insertingasystem  Whatyouarenot reading aboutisliability and what couldhappento
of checksand balances? It makessensethatwe Youiftheloanyou providedtheappraisal for goesintodefault.
acttogether torestoreandmaintainthepublictrust  Lendersinmany caseshaveinplaceautomaticlawsuitpolicies

thatwearelosingyear by year, beforeit’ stoolate.  againsttheapprai serswhenaproperty isforeclosed. Lenderswill
thenrequireanother appraisal of thesubject property andwhenthe

valueislessthanyour apprai sal submitted monthsor yearsbefore,
thelawsuitthengoesintoaction.

Printed by permission fromthe Foundation of Real Estate
Appraisers Communicator Magazine
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Y es,wesay, | haveE& Oinsuranceto cover thissituation! Areyou
awarethat if thelawsuit provesyouwerenegligent, your E& O

APPRAISERS

We invite you to submit articles for
consideration for publication in this
newsletter.  Articles should address
issues of interest to the appraisal
industry.

We will review the information sub-
mitted and, if appropriate, publish the
article in a future edition of the Ap-
praiser Review. All articles are subject
to editing for length and content.
Submitted articles cannot be returned.
Please submit your articles to:

Mark Fagergren

Utah Division of Real Estate
Box 146711

Salt Lake City UT 84114-6711

won'’tcover you? Inmost statestheL awsuit I nformationcanbe
turned over tothe State Regul atory Officeand you canbefined or
evenfacesuspensionof your license/certification.

Today most lenderswill not approvean appraiser without E& O
insurance. Thisgivesthelendersanolosesituationwhenthey
requireyoutomeet their valueandif thel oan goestoforeclosure,
they cancollect fromyouandtheE& Oinsurancecompany.

Onceyou arerejected froman E& O company it canbevery
difficultorimpossibletoobtaininsuranceagainat areasonablerate.
Wecannot wait for Congresstotakeactionon predatory lending,
wemust all stand uptogether and say notoday to undolender
pressureand preserveour professionand potential impact onyour
lighility.

Printed by permission fromNamalert, June 14, 2001
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Cost Approach for Value
by Jim Laughlin

TheCost A pproach hasoften been described asthemaost complex and misunder-
stood of thethreetraditional approachestovalue. Onecommon misconception
abouttheCost A pproachisthatitisonly useful insettingtheupper limit of thevalue
rangeset by thetraditional threeapproaches. Thistheory, surprisingly espoused
insomeentry-level appraisal courses, further statesthat the SalesComparison
Approachuses” red marketdata’ whiletheCost Approachsimply “ guesstimates’
adightly higher valueestimateusingafast and nasty “ cost-to-build, lessdeprecia-
tion, plusland” methodthat doesn’ treally matter.

Infact theCost A pproach, whenproperly applied, istotally based onthesupport
of market data. That market dataisbest derivedfrom salesof newly completed
propertiessimilar totheproperty appraised. Deductingthelandvaluefromthe
sales price results in a true, market supported measure of reproduction or
replacement cost. If carefully researched and used with adequatedata, aclear
rangeof replacement costs, based onlocal market data, results. Intheabsenceof
current salesdataof new properties, or insupport of market data, acost service,
suchasMarshall & Swiftisoftenused. A supportable estimate of the cost to
construct the property can be reached by applying the various techniques of
Marshdl & Swiftandcarefully usngthevariousmodifiersincludedinthemanudl.
Inthebest of circumstancesacombinationof salesdataandareliablecost service
withcurrent dataisused. Thekey wordshereareCurrentand Reliable. Useof
outdated data can result in a series of errors which could be a violation of
Standards.

Itisalsoimportant to remember that thework fileor the appraisal report must
includethesourceof thebuilding cost data, whether it besaleor cost servicedata
If asked, all apprai sersarerequiredtoexplanand producethesourcesof dataused
inreports. Useof datawithno support, or statementsconcerning cost or valuein
anappraisal report withnosupportingdatainthereport or thefilewill, sooner or
later, leadtotrouble. A sureway toavoidtroubleisto havedocumentationof the
sourcesof thedatausedinthereport.

Printed by permission from the Mississippi Appraiser Update, Fall 2000

If you pick them up:
USPAP — $6.50
Rules — $3.00

If we mail them:
USPAP — $8.50

Rules — $5.00

Contact:
160 E. 300 South
P O Box 146711
Salt Lake City, UT 84114-6711
(801) 530-6747
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The Utah Division
of Real Estate
recently received

this note:

“After 25 years of
appraising, | have
found it impossible
to be honest and earn a
living at the same time.
| will not be renewing
my license.”

How sad for us all.

/f
Practicing appraisers need to possess the latest
edition of USPAP and the current Utah statute c
and rules. )
-
Utah Division of Real Estate
- '\

N\
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Pressure on Appraisers Undermines ‘89 Reform

by Kenneth R. Harney

Should you care that you paid more for your

house than necessary because your mortgage
broker rejected appraisals that didn’t
“hit” the price on the sales contract?

Should you worry that the last time financial institutions failed
on awide scale in this country — the savings and loan crisis of
the 1980’ s — Congress determined that inflated appraisals on
real estate were key contributors to the problem?

Should it bother you that home appraisers, state regulators
and national appraisal groups all say lender interferencein the
quality of appraisalsistheir biggest problem nationwide?

On all counts, you should. Under the 1989 federal legidation
designed to reform the real-estate system in the wake of the
S& L bailouts, Congress set tough new standards for apprais-
ers. In addition to state licensing and tougher educational
requirements, appraisers were strictly prohibited from
performing appraisals based on “ predetermined opinions and
conclusions,” or influences by any parties with an interest in a
real-estate transaction.

Y et more than a decade after that reform legislation, apprais-
ers across the country can document — with faxes, letters,
recorded phone messages and personal testimony — that
mortgage loan officers routinely pressure them to hit home
sales prices, rather than conduct the independent eval uation
that istheir legal duty.

Appraisal group leaders say the problemisalmost invisiblein a
strong economy, where home values are rising steadily. But
what happens when national or regional economies enter their
next cyclical cooling-off phase, and home resale values go
soft?

“We already know what happens,” says Stewart A. Leach,
chief of the Colorado state appraisal board, “because we saw
it during the S&L crisis’ that was particularly harsh on real-
estate owners in Texas, Colorado and Oklahoma.
Homeowners who lose their jobs and can’t make mortgage
payments discover that they overpaid on their homes, and
have negative equity — loan balances larger than the value of
the property.

Leach and other appraisal regulators worry that fallout from
inflated, lender-influenced appraisals in any new economic
slowdown could be intensified by recent trends toward

minimal down payments. Whereas 15% to 20% down
payments were the norm in the 1970’s and 1980’s, how
lenders and giant investors, including Fannie Mae and Freddie
Mac, promote zero to 3% down as standard terms.

Stewart Heller, a California appraiser who wrote awidely
circulated critique of lender-influenced valuations for the
Foundation of Real Estate Appraisers, says the problem could
become especially acute in the fastest-appreciating, higher-
cost markets. The combination of low down payments and
made-to-order appraisals, he says, “could be really disas-
trous’ in arecession.

How can pressure on appraisers to rubber-stamp contract
prices be relieved? Sam E. Blackburn, executive director of
the Kentucky Real Estate Appraisers Board, believes one
solution may be at the State legidative level.

“We need to makeit illegal for anyoneto intimidate, threaten
or interfere with alicensed appraiser, “ says Blackburn, the
incoming head of the Association of Appraiser Regulatory
Officias, the national group representing state licensing
boards.

Colorado appraiser Fred Rossiter, who has lost “significant”
revenues by refusing to cooperate with lender demands, says
that the law should define “any request to hit a predetermined
value to be fraud.” He adds that mortgage brokers typically
are subject to little or no regulatory oversight, unlike apprais-
ers.

Frank Gregoire of St. Petersburg, Fla., says appraisers need
to “stand up to (intimidation) and just say no.” An appointee
to the Florida Real Estate Appraisal Board, Gregoire provided
facsimile copies of attempts by national and local mortgage
companies to “order up the number they need.”

Terry Turner, a Georgia appraiser who was stiffed for a $275
fee by alender when he failed to hit the desired contract
price, says that besides federal and state enforcement, he
wants the home-buying public — “the people who pay for the
appraisals’ — to better understand the current system.

When loan officers regularly reject or refuse to pay appraisers
who don’'t “hit” the right number, Turner says, “then the
appraisal you get may not tell you athing, other than that the
market isin for some extra big troubl€” in the next economic
downturn.

Printed by permission from© 2000, Washington Post Writers Group.
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Appraising Manufactured Housing

A few years ago the NC Appraiser
Board published an articleregarding
the appropriate choice of comparable
sales for manufactured housing. It
appears from the many inquiries
received by Board staff that thereis
someconfusion regarding appraising
manufactured or factory-built housing.

In appraising a manufactured home
that is not yet affixed to the land or
that isstill considered personal prop-
erty, an appraiser has three options.
One optionisto appraisethelot and
mention that personal property (inthe
form of a manufactured home) is
situated on the land.

Another option isto provide a prospec-
tive value estimate on the basis of the
hypothetical condition that the manu-
factured home s affixed to the land.
The appraiser must make it clear that
thisisaprospective value by using
words such as “the prospective market
valueis expected to be” and not using
words such as “the market valueis. . ”

A third optionisto develop a current
value estimate on the basis of the
hypothetical condition that the manu-
factured home has already been
affixed to theland. The appraiser
must disclosethe hypothetical condi-
tion in the report, with a description of
thehypothetical condition, therationale
for its use, and its effect on the result
of the assignment. The rationale must
clearly indicate that the manufactured
homeisnot currently affixed to the
land.

In appraising a manufactured home
that is affixed to the land, the appraiser
has all three of the approachesto
value available. In some situations, the

income approach may be the least
applicable. The cost and sales com-
parison approaches are generally
applicable, and may also be necessary
depending upon the appraisal assign-
ment. Only the appraiser can make
that determination based on the local
market.

The Cost Approach is applicableto
valuing a manufactured home perma-
nently affixed to alot. Thisapproach
deals with the value of the land as well
as the cost of improvements, such as
the manufactured house, well and
septic tank, and foundation, among
other items. For a new manufactured
homethisisanidea approach sinceit
reflects the current market. The
appraiser must be careful to reflect
depreciation from all sources such as
physical, functional, and external
depreciation. The Cost Approachis
most reliable when theimprovements
are new or relatively new, when
improvements represent the highest
and best use of the site, when land
valueiswell supported and when no
functional or external obsolescenceis
evident.

The Sales Comparison Approach
should also be considered when a
manufactured home is permanently
affixed to alot. The best comparison
saleisonethat isin the same market,
and issimilar to the subject in age,
condition, sizeand quality. Many
times, however, such comparison sales
aredifficult tofind, especially since
these sales may not always be re-

ported in listing services. If that isthe
case, the appraiser may need to
expand the search area as well as the
age of the sales. This expansion of
search parameters should be explained
in an addendum to the appraisal report.
There also may be other sources for
salesinformation that can be explored,
such as home owners, rea estate
agents, and employeesin the tax
office, register of deeds, zoning office,
etc. Of course, all information should
be verified beforeit is used.

Appraisers are often offered land
home packages to use as comparable
sales. These packages generally
consist of the purchase of land and of
anew or used manufactured home
that isto be placed on the land. Often
the only form of documentation of
these package salesisa HUD settle-
ment statement, since public reports
may not reflect the transaction. Land
home package sales are not appropri-
ate for the sales comparison approach
since the subject, as awhole, has not
been exposed to the market. They
can, however, be a good source of
information for the cost approach.
The appraiser must be very careful to
look for financing considerationsand
incentiveswhich may be built into the
sales price.

Printed by permission from Agenda, Spring,
2000
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"The best thing
about the future is
that it comes only
one day at a time.

Abraham Lincoln
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USPAP Q & A

This communication by the Appraisal Sandards Board
(ASB) does not establish new standards or interpret exist-
ing standards. The ASB USPAP Q& Aisissued to stateand
territory appraisal regulators to inform all states and
territories of the ASB responses to questions raised by
regulators and individuals; to illustrate the applicability
of the Uniform Standards of Professional Appraisal Prac-
tice (USPAP) in specific situations; and to offer advice
from the ASB for the resolution of appraisal issues and
problems. The ASB USPAP Q& A do not constitute a legal
opinion of the ASB.

Vol. 2, No. 9 — September 2000

Question #1

| heard that the ASB is revising the SUPPLEMENTAL
STANDARDS RULE of USPAP in such away as to make
it aviolation of the ETHICS RULE if | do not comply with
every condition in an assignment that | accept. How can this
be? | can't control every possible factor in performing an
appraisal. Pleaseexplainwhy therevisionwasnecessary, and
exactly what it means.

Answer:

The ASB adopted a revision to the SUPPLEMENTAL
STANDARDS RULE on July 10, 2000, to become effective
January 1, 2001. The revision was necessary to ensure
appraisers recognize their USPAP-related obligations when
accepting an assignment that includes Supplemental Stan-
dards. Theseobligationswereimplicit, but not explicit, inthe
Ruleinthe2000 edition of USPAP, andthat |ack of clarity was
causing confusion and disparate interpretations of the Rule.

It is essential for readers of USPAP to recognize that the
ASB’S revision to the SUPPLEMENTAL STANDARDS
RULE in USPAP does not make every requirement in an
assignment a Supplemental Standard. Further, even when a
requirement that is a Supplemental Standard is not met, that
failureto comply isnot necessarily aviolation of theETHICS
RULE.

If an apprai ser acceptsan assignment involving Supplemental
Standardsthat the apprai ser knowsheor she cannot meet, that
action is a violation of the ETHICS RULE because the
appraiser misrepresented his or her ability. If, instead, an
appraiser fails to meet a Supplemental Standard due to an

inadvertent error, such action may be a violation of, for
exampleinareal property appraisal, StandardsRule 1-1(b), but
itisnot aviolation of the ETHICS RULE.

Further, apprai sersshoul d use carenot to extend the SUPPL E-

MENTAL STANDARDSRULE beyond itsintended subject

matter. Readers of the Rule should note that:
1. Publicagenciesor client groupsmust firstissuethe
reguirementsthat might become Supplemental Stan-
dards in the context of USPAP. Requirements im-
posed by aclientdonotrisetothelevel of Supplemen-
tal Standardswithout first having thosetwo character-
istics—issued (asin “published”) by apublic agency
or aclient group.

Asexamples, without limitation; appraisal, appraisa
review, or gppraisal consulting requirementsissued by
thefederal financial institution’ sregulatory agencies
(Federal Deposit Insurance Corporation, Federa
Reserve Board, Office of the Comptroller of the
Currency, Officeof Thrift Supervision, National Credit
Union Administration), secondary mortgage market
entities (e.g., Fannie Mae, Freddie Mac, etc.), mem-
bers of the Employee Rel ocation Council (ERC), the
Department of Housing and Urban Development/
Federal Housing Administration(HUD/FHA), or agen-
ciessubject totheUniform Rel ocation Assistanceand
Real Property Acquisition Policies Act of 1970, as
amended, wherethe published requirementsarecom-
montoall similar assignmentsfor that agency or client

group.

Further, professional appraisal organizations issue
requirementsfor appraisal practice by their members
that add to the requirements in USPAP, and can be
Supplemental Standards in the context of USPAP
because those requirements are publicized and apply
uniformly to the work of those practitioners.

2. In order for a client’s requirement to become a
Supplemental Standard inan assignment, therequire-
ment must addtotherequirementsset forthin USPAP,
and must not diminishthepurpose, intent, or content of
USPAP. The requirements applicable in an assign-
ment, as that term is used in USPAP, relate to the
devel opment and communication of an appraisal, ap-
praisal review, or appraisal consulting assignment.
StandardsRules 1-1,4-1,6-1, 7-1, and 9-1(b) and (c),
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and the Comment to STANDARD 3, establish stan-
dards of due diligence and care, with the intent of
ensuring any error of omission or commission, or asa
result of carel essness, doesnot significantly affect the
result of an appraisal, appraisal review, or appraisal
consulting assignment.

A client’ srequirements that extend beyond this pur-
pose, intent, and content framework, such as the
number of copiesof areport, thekind of exhibits, or the
timeframefor assignment compl etion, might belegiti-
mateservicecontract requirements, but arenot Supple-
mental Standardsapplicabletoanappraisal, appraisa
review, or appraisal consulting assignment in the
context of the SUPPLEMENTAL STANDARDS
RULE.

However, it isimportant for appraisersto note that a
client’ sassignment contract-rel ated requirementsmight
become an ETHICS RULE issue if an appraiser
misrepresents his or her capacity to provide the
service, as in the case when an appraiser advertises
for or solicitsan assignment in amanner that isfalse,
misleading, or exaggerated (see the Management
section of the ETHICS RULE).

Question #2:

A client hasincluded arequirement in an assignment for meto
not complete an analysis step the USPAP requires in that
assignment. The client told me his requirement is a Supple-
mental Standard that takes the place of USPAP. Is this
correct?

Answer:
No, it is not correct, for two reasons.

First, a client’s requirements cannot diminish the purpose,
intent, or content of USPAP. Y our client’ srequirement would
diminish the content of USPAP applicablein the assignment.

Second, the SUPPLEMENTAL STANDARDS RULE ap-
pliesonly torequirementsissued by publicagenciesandcertain
client groups — e.g., regulatory agencies, eminent domain
authorities, asset managers and financial ingtitutions, and

professional appraisal organizations. Theserequirementsare,
in at least some sense, published and apply inthe sameway to
all similar assignments.

The particular requirements of a specific client, such as the
number of copiesof areport they require, thenumber andkind
of photographs or exhibits, the time frame for delivery of the
report, etc., might be a matter to address in your decision to
engagein an assignment, but those are not what the SUPPL E-
MENTAL STANDARDS RULE in USPAP is addressing.

The client in this situation appears to be confused about the
intent of the SUPPLEMENTAL STANDARDS RULE and
JURISDICTIONAL EXCEPTION RULE. Supplemental
Standards add to the appraisal, appraisal review, or appraisal
consulting ass gnment requirementsin USPAP, whileapplying
aJurisdictional Exception removes areguirement in USPAP
thatiscontrary tolaw or publicpolicy of aspecificjurisdiction.
Except when the client in an assignment is a legal authority
(e.g., a court of law of a public agency), clients are not

jurisdictions.
/f LICENSING STATISTICS N\
RA LA CR CG TOTAL

2000
January 1152 13 480 317 1962
February 1118 13 481 319 1931
March 1083 14 483 324 1904
April 1067 14 481 324 1886
May 1012 15 486 326 1839
June 974 16 485 328 1803
July 947 15 492 327 1781
August 894 17 489 327 1727
September 859 17 490 324 1690
October 826 18 490 321 1655
November 805 18 488 324 1635
December 785 19 492 330 1626
2001
January 751 19 492 330 1592
February 692 22 498 340 1552
March 649 26 499 340 1514
April 593 38 517 345 1493
May 493 46 541 351 1431
June 0 56 571 355 982
July 0 64 580 355 999

N\ J
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Disciplinary Sanctions

ALVEY,CODY H.,Certified Residential Appraiser, Draper.
Consented to pay a$1,000.00 fine and agreed not to supervise
other appraisers or sign as the certified appraiser for other
appraisersfor two yearsfrom February 13, 2001, because of
having signed as the certified appraiser on two appraisals without
researching the listing and sales histories on the properties.
#AP20-11-10.

BITTON, CHRISTIANE., State-Certified Residential Appraiser,
Sdalt Lakc City. Consented to pay a$1,000.00 fine, and completea
USPAP course and a Cost Reproduction class in settlement of a
case involving USPAP violations. The subject property con-
sisted of two rental structures on one lot which the city had
classified asalegal non-conforming duplex. Mr. Bittonidentified
the property as a single-family residence with a guest house. His
appraisal failed to disclose that the owner of the rental property
wasreceiving rental income from both units and failed to include
anincomeapproach. #A P01-03-05.

CLOWARD, STEVEN, Certified Residential Appraiser, Orem.
Consented to pay a$2,000.00 fine and take a USPAP course, in
settlement of cases which involved appraisals performed while he
was aregistered appraiser. In one case, he did not have adequate
file data to support his adjustments and conclusions in a summary
report. In the other case, his report contained numerous factual
errorsand internal inconsistencies. Mr. Cloward maintainedin
mitigation that the errors and omissions were unintentional
careless mistakes and that he had no intent to mislead. #AP98-11-
06andAP97-07-18.

DENSLEY, DALE, State-Registered Apprai ser, Mapleton.
Consented not to apply for certification for one year, to pay a
$2,500fine, and to completeremedial education in settlement of
two complaintsinvolving appraisalsthat violated USPAP. In one
appraisal, hefailed to disclose that he lacked knowledge and
experiencein appraising manufactured homes and knowledge and
experienceregarding the market inthe area. Intheother appraisal,
hefailed to verify listing history or the party who held title to the
property. Mr. Densley maintained in litigation that hiserrorswere
unintentional mistakes and that he had no intent to mislead. Mr.
Densley has been approved for State-Licensed Appraiser status,
effectiveMay 24, 2001.

#AP99-04-39, and#A P20-10-01.

HODGES, JULIE, Registered Appraiser, Murray. Consentedto
pay a$1,000.00 fineand to withdraw her application for certifica-
tion, because of appraisals on two different propertiesin which
she overlooked listing history or pervious sales history. As part
of the settlement, Ms. Hodges agreed not to submit a new
application for certification for at | east two yearsfrom February
13,2001.#AP20-11-09

JONES,KENNETH F., Certified General Appraiser, Salt LakeCity.
Renewal denied on February 13, 2001, because of : 1) acontinued
pattern of failure to supervise junior appraisers and failure to
verify information, even after complaints had been brought to his
attention; 2) multiple examples of lack of competency and
multiple misleading reports; and 3) failureto acknowledgethe
potential harm to his clients and the public as aresult of mislead-
ing appraisal reports.

LARSEN, ALLEN G., Registered Appraiser, Woodland Hills.
Consented to pay a$500.00 fine and complete a 15-hour USPAP
class, because of adeficient appraisal report completed when he
wasanew appraiser. Mr. Larsen maintainsin mitigation that
since the time of the appraisal in question, he has worked under
the supervision of adifferent certified appraiser who has
provided better training, input, and structure to his appraisals.
#AP98-12-23.

MAHMOOD, SUNI, State-Registered Appraiser, Salt L akeCity.
Registration revoked because of failure to properly disclose his
criminal history on hisoriginal applicationfor registrationin 1992
and hisrepeated failure to disclose his prior criminal history on
his subsequent applicationsfor renewal. #AP20-12-01.

PETERSEN, WILLARD R, State-L icensed Appraiser, Garden
City. Surrendered hislicenseeffective July 10, 2001 inlieu of
continuing to respond to the Division’s investigation of a
complaint filed against him. Mr. Petersen maintainedin mitiga-
tion that he was not guilty of anything except that he could have
filled out the appraisal report form in amore precise way. #AP99-
09-17

RAWLE, MATTHEW C., Registered Appraiser, Provo. Registra-
tion reinstated on probationary status due to a misdemeanor
conviction. The probationary statuswill last until Mr. Rawle
payshisfineinthe criminal matter.

NV

You Must Notify the Division
--in Writing --

y

Within 10 Days of:
* a change of personal address
» a change of business address
* a change of name
 a change of personal telephone number
* a change of business telephone number
* a conviction of a criminal offense
« a filing of bankruptcy
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